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() I[nformeation Relating o the Possession or control Requirernents Under Rule [5¢3-3,
() A Reconsiliation, including appropriate explanation, of the Computation of Net Capital Under Rule 15¢3-1 and the
Compuiation for Determination of the Resarve Requirements Under Exhibit 4 of Rule 13¢3-3.
(k) A Recanciliation betwesn the audited and unaudited Statements of Financial Condition with respect to methods of con-
solidation,
() An Qath or Affirmation.
(s} A copy of the SIPC Supplemzatal Report.
{r) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.
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AUDITED FINANCIAL STATEMENTS
FOR
WM. P. BRENNAN & COMPANY, INC.

FOR THE YEAR ENDED
DECEMBER 31, 2001

PERFORMED BY:

GARY A. SOLTYS, P.C.
CERTIFIED PUBLIC ACCOUNTANT
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GARY A. SOLTYS
CERTIFIED PUBLIC ACCOUNTANT
4509 NORTH ILLINOIS STREET
SUITE 7
SWANSEA, ILLINOIS 62226
(618) 234-3500

FEBRUARY 25, 2002

INDEPENDENT ACCOUNTANT’S REPORT LETTER-PAGE ONE

TO THE SHAREEOLDERS AND BOARD OF DIRECTORS OF
WM. P. BRENNAN & COMPANE, INC.:

We have audited the statement of financial condition of Wm. P.
Brennan & Company, Inc. as of December 31, 2001 and the related
‘statements of income, retained earnings and cash flows for the year
then ended.

We conducted our audit in accordance with generally accepted
suditing standards which require that we plan and perform the audit
to obtain zeascnable assurance about whether the financial
statements are free of material misstatament. An audit includes
exanining on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimatas
nade by management as wsell as evaluating the coverall financial
statement presentation. We believe that our audit provides a
reasonable basis for our opinioen.

In our opinion, the financial statements referred to above
present fairly in all material aspects the financial position of
Wa. P. Brennan & Company, Inc. as of December 31, 2001 as well as
the results of its cperations and changes in retained earnings and
cash flows for the year then ended in conformity with generally
acceptead accounting principles as applied on a basis consistent
with that of the previous year.
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Further our examination was made for the purpose of forming an
opinion on the basi¢c financial statements taken as a whole. The
information contained in Echedule I is presented for purposes of
additiocnal analysis and is not a required part of the basic
financial statements, but is supplementary information required by
‘Rule 17a-5 of the Securities and Exchange Commission. Such
information has been subjected to the auditing procedures applied
in the examination of the basic financial statements and in our
opinion, is fairly stated in all material respeats in relation to
the basic financial statements taken as a whole.

(U(‘Y

Gary A. Soltys,
Cextified Public Accountant
February 25, 2002
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WM. P. BRENNAN & COMPANY, INC.
STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2001
ASSETS

Current Assets i
Cash & Cash Equivalenta $ 1,937
Cash: Segregated by Regulation 200
Commissions Receivable 11,823
Short~-Term Investments 83.247 $ 97,207
Tixed Assets
Building $ 167,644
Furniture & Equipment 20,537

$ 168,181
Accumulated Depreciation (42.236) 145,945
Intangible RAssets (net of amortization) -
Covanants Not te Compete: $ 4,386
Customer Lists 9,468
Goodwill 1,494 15,348
TOTAL ASSETS 258,500

ILITIRS 5T ER'S EQUITY

Current Liabilities
Accrued Wages & Commissions $ 15,135
Notes Payable-Current Portion 4,044 $ 19,179
Long-Term Liabilities
Notas Payable-Non-Current Portion : 62,5
TOTAL LIABILITIES $ 81,711
Stockholdex's Fquity
Common 8tock $ 1,000
Retained Earnings 182,182

$ 183,182
Less: Treasury Stock _ __(6.,393) 176,789

TOTAL LIABILITIES AND SHAREHOLDER'S BQUITY § 258,500
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WM. P. BRENNAN & COMPANY, INC.
STATEMENT OF INCOME AND RETAINED EARNINGS
FOR THE YEAR ENDED DECEMEBER 31, 2001

GROSS8 REVENUES AND COMMISSIONS $ 362,829
Coast of Sales:

Cancellations $ 210

Clearing Adjustments 6,505

Clearance Feces 13,091

Execution Fees 918

Principal Clearance 532 21,2
GROSS PROFIT $ 341,573
Administrative and exrati Expenses

Amortisation S 2,235

Commissions 155,109

Depreciation 4,280

Interest Expense 6,541

Qfficer’s Compensation 88,668

Operating Office Expenses___ 96,491 _ 353,324
NET LOSS FROM OPERATIONS $§ (11,751)
OTHER INCOME

Investment Income 8 10

Realized Gains on

Sales of Investnants 14,661

Unrealized Gains on

Holding Invesitments 3,692 18,393
NET INCOME $ 6,642
Retained Earnings 1/1/01 —_ 175,540

Retained Eaxnings 12/31/01 $ 182,182
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WM. P. BRENNAN & COMPANY, INC.
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2001

h Flo £ rating A vities ‘
Commissions and Revenue from Operations $ 377,70€

Cash Qutlays for Cperating Activities

Direct Costs of Sales-Feas § 23,289
Interest Paid 4,683
Officer’s Compensation 94,668
Salesmen’s Commissions 155,003
Administrative & Operating Expenses 96,491 {(374,134)
Net Cash Flows from Operations $ 3,572

Net Cash Flows from Financing Activities

Retirement of Debt (3,813)
TOTAL DECREASE IMN CASE AND CASE EQUIVALENTS 8 (241)
CASH AND CASH EQUIVALENTS AT 1/1/01 2,178

CASH AND CASH EQUIVALENTS AT 12/31/01 $ 1,937
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WM. P. BRENNAN & COMPANY, INC.
RECONCILIATION OF NET INCOME TO CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2001

NET INCOME $ 6,642

iong:

Depreciation $ 4,280

Amortization 2,236

Decreass-Receivables 12,834

Decrease-Investanents 2,678 22,028

Pedugtions:

Increase in

Segragated Cash $ 100

Decrease in

Notes Payable 3,813

Decraease in

Accounts Payable 8,464 (12,377)
$ 16,293

Income Items Effecting Short-Term

Investments but Not Effecting Cash

Additions:

Margin Interaest $ 1,859

Dedustions:

Investmant Income $ 10

Realized Gains 14,691

Unrealized Gains 3,692 {16,393) 16,534

DECRERSE IN CASH AND CASE EQUIVALENTS 241
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WHM. P. BRENNAN & COMPANY, INC.
COMPUTATION OF NET CAPITAL
DECEMBER 31, 2001

Total Stockholder's Equity $§ 176,789

Dedyctiong and Charges:

Non-Allowable Assets:

Eailrcuts on Securities $ 12,488

Intangible Assets 15,348

Fixed Assets (Net of Debt) 79,369 107,205
NET CAPITAL 6 84

RECONCILIATION OF NET CAPITAL
PER FOCUS REPORT & AUDIT:

Net Capital Per Focus Reporxrt 12/31/01 $ 73,644
Audit Adjustments to Net Assets $(4,740)
Audit Adjustments to Net Income (6,397)
Audit Adjustments to Baircuts €80
Audit\Adjustmonts to N/A Assats 27,016

Audit Adjustments to N/A Liabilities  (359)

Audit Rdjustments to Capital 20,2 {4,060)
Net Capital Per Audit 12/31/01 $ 69,584
Minimum Capitﬁl Requirement $§ 30,000

Ixcess Net Capital $ 39,584
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WM. P. BRENNAN & COMPANY, INC,
NOTES TO THE FINANCIAL STATEMENTS
| DECEMBER 31, 2001

1. ACCOUNTING METHQODS
The company uses the accrual method of accounting for all of
their <£inancial reporting purposes. The accrual method of

accounting recognizes revenue and expenses when they are earned or
incurred rathar than when they are actually received or paid. All
other significant accounting principles are presented in the notes
below.

2. PRE ON OF ACCOUNTS RE LE

‘ The company reports accounts receivable at their net
realizable value. The receivable reported on the statement of
financial condition at December 31, 2001 consigts of gross
commissions reduced by various execution and clearance fees. The
Company has experienced a 100% collection rate on such receivables
and therafore, no allowance for bad debts has been established.

3. SHORT TERM INVESTMENTS

The Company carries short term investments on its balance
sheaet in accordance with SFAS No. 115, “Accounting for Certain
Investments in Debt & Equity Securities.” The investments consists
of equity investments readily available for sale. The investments
are presanted on the balance sheat at their fair market value as of
Decamber 31, 2001. All interest and dividend income earned on the
investments is presented on the company’s statement on income as
investment income. The net gain or loss on investments seold during
the year is presented on the statement of income as “Realized Gains
& Losses on Sales of Investment. All other price fluctuations in
securities held throughout the year are reflected on the statement
of income as “Unrealixed Gains & Losses from Holding Investments”
with any decrease in value being charged againet income in the year
such decrease occurs.
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WM. P. BRENNAN & COMPANY, INC,
NOTES TO THE FINANCIAL STATEMENT
DECEMBER 31, 2001

4. FIXED ASSETS AND DEPRECIATION

The company reports fixed assets at cost and omploys the
straight line method of depreciation to write off the cost of these
assets over their useful life. The straight line method of
depreciation results in a ratable expense incurred over the useful
life of the asset. The Company generally writes ¢ff equipment over
a five yesar paeriod and real estate over a 40 year period.

An annual expense based upon this mathed is recorded to
depreciation expense on the income statement with a corresponding
account on the balance sheet callad accumulated depreciation which
offsets the original cost of the fixed assats.

. VENANT TO € ETE/CUSTOME I8

The Company entered into a contract cn Decembar 23, 1993 to
purchase essantially the rights to the customer list of an Illinois
Corporation known as "Manns Co.". The contract also contained
caztain non-compete provisions protecting Wm. P. Brennan & Company,
Inc. from any competition by Manns Co. The entire purchase price
was ‘330,330.00 with §$10,000.00 cash due at inception of the
contract and the remaining $20,330.00 due at the beginning of 1994.
The total purchase price was allocated under the terms of the
contract as $10,000.00 for the covenant not te compete and
$20,330.00 for the customer lists. The costs of these items will
be ratably amortired beginning in January, 1994 over fifteen years
with net amount shown on the statement of financial econdition being
the original purchase price less all amortization taken to date on
the asseots.
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WM. P. BRENNAN & COMPANY, INC.
NOTES TO THE FINANCIAL STATEMENT
DECEMBER 31, 2001

6., NOTES PAYABLE

The company carries Notes Fayable on the balance sheet to the
extent of the current principal amount due on the notes
cutstanding. The Note is further broken down between those
principal payments which are due teo be paid within the next twelve
months being classified as a current liability and with all other
remaining principal payments being classified as non-current.

The Notaes are all owed to Tempo Bank and are secured by real

estate owned by the Company. The information related to the notes
at Daecember 31, 2001 are as follows:

Brincipal Currxent Non-Current Annual Debt Service

NOTE # 1 & 53,564 $ 2,678 § 50,886 § 6,316
NOTE # 2§ 13,012 §1.366 § 11.€4¢ £.2,707

TOTALS $ 66,576 $ 4,044 $ 62 532 . $£.9,023




Feb 25 02 0B:1lla LAFFER & GOTTLIED HAVTL AT =Y

WM. P. BRENNAN & COMPANY, INC.
AUDIT ADJUSTMENTS
DECEMBER 31, 2001

1. EXP ION OF ITEMS CTING T S & BAIRCUT

Short Term Investments weze decreased by $4,740 from the
ancunt presented on the FOCUS report at December 31, 2001 ¢to
reflect the correct carrying value at December 31, 2001, The
changes to inveatments caused a corresponding decrease to the
haircut.

2. EXPLAMATI F I EFFECTING NET CAPITAL

The audit adjusted income to reflect depreciation and
amortization not expensed on the FOCUE repoxt at December 31, 2001,
Fuzrther adjustments wers made to capital and statement of income to
reflect the net distributions and additions to capital as
compensation to officer. A small adjustment was made to interest
expense to record the correct interest for the year. Additional
changes were made to non admitted aassets that alse affectad net
income and any additions to capital.

3. AUDIT NTS TO N/A T8 AND N/A ILITIES

The net fixed assets and book value of intangibles were
decreased by the amount of respective depreciation and amortization
expensed. Further, certain advances to sharehclders clasaified as
lcans to shareholders were written off against income and removed
from the balance sheat.

Long~term liabilities secured by the fixed assets of the
company were adjusted to correct year end balances per our audit.




Feb 25 02 UBilca LAarkFohk & U IS ol e Wd = T

GARY A. SOLTYS
CERTIFIED PUBLIC ACCOUNTANT
4509 NORTH ILLINOIS STREET
SUITE 7
SWANSEA, ILLINOIS 62226
(618) 234-3500

FEBRUARY 25, 2002

ACCOUNTANT’ S REFPORT ON INTERNAL COMTROL

TO THE SHAREHOLDERS AND BOARD OF DIRECTORS OF
WM. P. BRENNAN & COMPANY, INC.:

In planning and performing our audit of the financial
statenents of Wm. P. Brennan & Company, Ine. for the yvear then
ended December 31, 2001, we considered its internal contrel
structure, including procedures for safeguarding securities, in
erder to determine our auditing procedures £for the purpose of
eXpressing our opinion on the financial statements and not to
provide assurance on the internal control structure.

As required by Rule 17a-5(g) (1) of The Securities and Exchange
Commigsion, we have made a study ¢of the practices and procedures
followed by Wm. P. Brennan & Company, Inc. that we consgidered
zelevant tc the objectives stated in Rule 17a-5(g) in making the
periodic computations of aggragate indebtedness and net capital
under zrule l7a~3(a) (11). The Company is exempt from Rule 15¢3-3
under Section C(K) (2) (B) as all customer transactions are claared
through another broker-dealer on a fully disclosed basis. Ourx
study ascertained that the conditions of the examption were being
complied with and nothing came to our attention to indicate that
the exemption had not ben complied with during the year.

The management of the company is raesponsible fox establishing
and maintaining an internal control structure and the practices and
procedures referred to in the preceding paragraph. In fulfilling
this responsibility, estimates and Jjudgments by management are
required to asbess the expacted benefits and related costs of
internal ocontrol policies and procedures and to assess whether
those practices and procedures can be expectad to achieve the
Commission's above mentioned objectives.
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Two of the objectives of an internal control structure are to
provide management with reasonable but not absolute assurance that
assets for which the Company has responsidbility are safeguarded
against loss from unauthorizred use or disposition and that
transactions are executed in accordance with management's
authorigzation and recorded properly to pernit preparation of
financial statements in conformity with generally accepted
acoounting principles. Rule 1l7a-5(g) lists additional objectives
of the practices and procedures listed in the preceding paragraph.

Because of inherent limitations in any internal contzol
structure of the practices and procedures referred to above, errors
and irregularities may occur and may not be datected. Projection of
any evaluation of them to future pericds is subject to the risk
that they may become inadequate because of changes in conditions ox
that the effectiveness of their design and operation may
detariorate.

Our consideration of the internal control structure would not
necessarily disclose all matters in the internal contrel structure
that might be material weaknesses under standards established by
The American Inatitute of Certified Public Accountants. A material
weakness is a condition in which the design or ocperation of the
specific internal contrel structure elements does not raduce to a
relatively low level the risk that errors or irregularities in
amounts that would be wnaterial in relation tc the £financial
statements being audited may occur and not be detected within a
timely pariod by employees in the normal courxse of performing their
assigned fungtions. However, we noted no matters involving the
internal control structure, including procedures for safeguarding
seourities, that we considar to be material weaknesses as defined
above,

We understand that practices and procedures that accomplish
the objectives referred to in the second paragraph of this report
are considered by the Commission to be adequate for its purpose in
accordance with The Securities Exchange Act of 1934 and related
regulations and that practices and procedures that do not
accomplish such objectives in all material respects indicate a
material inadequacy for such purposes. Based on this understanding
and on our study, we believe that the Company's practices and
procedures were adegquate at Dacember 31, 2001 ¢t¢ meet the
Commission's okjectives.
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This report is intended solely for the use of management, the
Securities and Exchange Commisgion, the New York Stock Exchange and
other regulatory agencies which rely on Rule 17a-5(g) under The
Securities Exchange Act ¢f 1934 and should not be used for any
other purposes.

oy S

Cartified Public¢c Accountant




